T he Federal Reserve Bank of Kansas City is to be congratulated for seizing the initiative in developing a center directed at rural America; while rural issues, rural problems, and rural policies have been a persistent theme in the agenda of public policy initiatives throughout the last century, there is no doubt that the context for development has changed dramatically. It is no longer enough to consider new wine in old bottles as policy is reformulated but whether we should be in this particular wine business at all. Has the concept of rural America become something of an anachronism as we emerge into a new millennium with new economic imperatives, radically changing competitive pressures, and a renewed avocation for the practice of markets unfettered by intervention? In other words, is it time to place policies for rural America in the mausoleum of spatial qua regional policies based on nostalgia for intervention to prod economies in directions towards goals that reflected concerns for regional equity?
In this paper, I will address some of these challenges, reflect on (selective) past practice, and offer some conjectures in the direction of new innovations in the policy agenda. Were I writing this paper two years ago, my comments would not have been tempered by the reality of living part-time in rural America and seeing, at first-hand, why there are problems, why they are likely to persist, and why it is going to be so difficult to do something meaningful within a decidedly noninterventionist political era. However, the fact that I, a card-carrying metropolitan addict, spend any time at all in rural America offers some of the potential that may generate some potential for a newly formed development strategy. Having said this, I should caution that significant rethinking is going to be required; as a society, we are going to have to make some tough choices that will require us to place sentiment as one of many factors in the decision-making calculus. There needs to be an acceptance of the fact that not all is salvageable and that some difficult decisions are going to have to be made based on a new set of priorities.
REGIONAL SCIENCE AND RURAL AMERICA While the regional science organizations have long espoused an interest in regional development, whether urban or rural, it is clear that the urban-orientation has come to dominate in terms of the contents of professional journals and presentations at regional, national, and international meetings. Our fascination with von Thünen never really materialized into a theory of rural regional structure that paralleled the developments in urban economic analysis. In the recent contribution by Fujita et al. (1999) , the rural part of the spatial economic landscape interpreted by the new economic geography is decidedly uninteresting, undifferentiated, and playing only a bit part in the organization of activities. For example, agriculture prices may turn out to be important for sustaining primary city structures or generating the forces that create multiple city formation but there is little concern with what is going on in the rural part of this emerging landscape.
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A second observation is that rural economic analysis seems to have become the recipient of the intellectual hand-me-downs; as new theory and models become received within the urban economic sphere, those that are displaced often find new life in rural applications. This is gross generalization and ignores the fact, for example, that the motivation for spatial price equilibrium models emanated from Iowa State and focused on agricultural commodity flows (see Takayama, 1996 for an enlightening exposition). In support, look at the use of formal models-economic base, input-output, social accounting-shift and share analysis and the stream of analysis that may be collected under the rubric growth-center/cluster analysis. In part, this transfer of methodology was conducted without metamorphosis to reflect different contexts, problems, or the dimensionality of the space in which the issues to be addressed were cast. We believed in the universality of the regional method, so if it worked in urban areas, ergo . . . .
A third stream of consciousness stems from regional theory, especially central place theory that while stressing the inherent duality between central places and their hinterlands, still brought a dominant, demand-(=urban) lead perspective to this synergy. Berry (1973) certainly cast this in perspective in examining centripetal versus centrifugal forces in spatial development (themes revived by Fujita et al. 1999) .
Then, of course, we have the infamous metropolitan deconcentration debate that occupied so much of the literature in the 1970s and 1980s. For the first time in decades, many areas of rural America experienced positive growth rates; talk of a turnaround persisted although authors such as Hansen (1976) remained unconvinced that the process was other than ephemeral (see the debate in the International Regional Science Review 1977).
What have we learned from metropolitan America to help understand rural America?
While one of my colleagues refers to the tyranny of taxonomy, it is clear that early work that attempted to differentiate metropolitan areas by their industrial structure, export market orientation, and growth rates was helpful in understanding commonalties and differences across geographic space. In recent years, the structural transformations in the economy as a whole have manifested themselves in a movement towards less specialization at the metropolitan level than was observed 20 or 30 years ago. Some surprising discoveries were made; for example, while the Midwest was being written off in the 1980s as manufacturing jobs disappeared, the enormous growth in nonmanufacturing employment almost went unnoticed. In fact, in Chicago, service employment dominated manufacturing employment some two years before the same event occurred for the nation as a whole. Further, while manufacturing employment declined, manufacturing output did not, generated in large part by enormous gains in productivity (Chart 1). There has been another subtle and only recently observed phenomenon that has furthered the tendency that has reduced differences in regional structure. Over the last 20 years, we have observed a phenomenon of hollowing out in the Chicago region, whereby the degree of intermediation has decreased (Chart 2). In essence, the average establishment is now dependent more on external sources of inputs and external-to-the-region markets; interstate trade has been growing enormously as reductions in transportation and transactions costs have made it possible for firms to concentrate production of specific products within one or two plants and ship these products to broadly separated markets. Thus, the structure of flows between and within regions has changed (Figure 1 ). The evidence for this is derived from observations based on commodity flow statistics; Chart 3 shows an index of trade overlap for the Midwest states. Values approaching one indicate that most trade is dominated by intraindustry trade; indices approaching zero would indicate trade flow dominance by interindustry trade.
Here we have an interesting phenomenon-while the macro structure of metro areas (states) are becoming similar, the individual enterprises within constituent sectors are becoming more specialized. Given consumer demands for greater variety, given the evolving trends towards greater equality in per capita incomes across states, trade comes to be dominated by intraindustry flows.
One of the remaining differences in the structure of metropolitan economies is their orientation to export markets; while the volumes of exports and their percentage domination in any specific region's economy varies, the major difference may be found in the location of these markets. Some earlier work by Erickson and Hayward (1991) and Hayward and Erickson (1995) found rather important differences in the major markets for the West Coast (Asia), Midwest (Canada), and the East Coast (Europe); hence, market fluctuations in international economies will still generate a differential spatial impact on the metropolitan economies of the U.S.-directly, but the indirect effects remain undetected to date.
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that investments in human capital (labor force training) and physical capital (especially transportation and communications networks) provided the necessary conditions for reorientation of economic activities. There is also considerable evidence (Bluestone and Harrison 1982) of the enormous problems that this transformation generated balanced against the significance of the gains, broadly defined (Testa et al. 1997) . While spatial and skill mismatches in the labor market generated problems for many cities and parts of cities, policies oriented to the retention of inefficient industries quickly lost favor as communities realized that the long-run returns could not justify the investments. A journey through Pittsburgh, Cleveland, or Chicago will reveal very quickly the costs of this transformation, with many areas of the cities bereft of activity and with industrial landscapes that provide enormous challenges for redevelopment. In essence, perhaps we are witnessing an urban setting for Schumpeterian gales of creative destruction; in balance, have the costs been justified by the sustained benefits of the last decade and the potential for positive returns well into the next decade?
In generalizing, it is all too easy to sweep aside the enormous problems that arose and the problems that still remain. As we have uncovered in Chicago, there are still significant parts of the region in which underinvestment remains a problem. Our research uncovered the fact that the south side of Chicago, a predominantly African-American community generated income of almost $10 billion in wages and salaries, yet was significantly underserved by simple retail facilities (Hewings 1999) . Drawing these gaps to the attention of potential investors has generated some real opportunities that might have gone unnoticed-but it was the provision of information that provided the key. Community reinvestment programs have to be supported by a market system that will allow them to function; often, the former was available but the latter was absent, allowing prejudice and misinformation to deflect investment to other parts of the regional economy.
Let us pause here for a moment and reflect on what has happened in metropolitan America as a segue to a specific discussion of issues pertaining to rural America. Significant transformations have occurred, there have been enormous dislocations in the location of economic opportunities, but the metropolitan economies of the 2000s are leaner, more competitive, and able to absorb new challenges. This does not mean that there will not be additional dislocations-witness the attention in Chicago to the potential economic impact of electronic trading on the viability of the city's many exchanges-but policy as enacted now seems more market-oriented and being applied at least with a modicum of acknowledgment of the existence of the opportunity costs of investment.
New policies for rural America
In this section, some key issues will be visited, drawing on the metropolitan perspective; in essence the review suggests that while there is much to be learned from the urban experience, the context in which development proceeds in rural America may be sufficiently different to make transfer difficult. In fact, many of the reasons for failed policies of the past may be traced to the often naïve transfer of ideas and methodology from the urban to the rural context. Although the new economic geography has offered new insights for international trade theory, it has only sharpened and deepened received theories. At best, what one would hope is for a similar process in the transfer of the lessons from the more recent urban experiences to the rural context but not necessarily without significant modification and adaptation.
Transportation infrastructure. It was noted earlier that the hollowing-out process that has been so important in integrating the regions of metropolitan America has been based in large part on transportation improvements that have facilitated exchange, allowing firms to take advantage of scale economies and rewarding consumers with greater product variety at cheaper costs. Can we assume that similar investments in rural America will help propel a renaissance there? Of course, the distinction between the two geographies is artificial as much of the interstate transportation network connecting metropolitan American transects rural America.
A recent opportunity to participate in a panel evaluating a proposed significant investment in the waterway system of the Upper Mississippi and Illinois Waterways (UMIW) provided a valued insight into a segment of the problems affecting rural America. Based on a myopic view of demand growth (especially in international markets), claims were made for the limitations imposed on producers being able to access markets by virtue of high costs and inefficiencies on the UMIW system. Without entering the debate about the nature of transportation congestion on the UMIW system or the degree to which currently charged costs for water transportation reflect explicit and implicit public subsidies, more pertinent questions would focus attention on the location of future markets for grain and other agricultural products and the alternative options that might be available for transporting these commodities to markets. Evidence assembled by Baumel (1999) would suggest that international markets for most grains (broadly defined) are unlikely to grow as competitors adopt U.S. farming practices, seeds, and market logistics; however, proponents for the transportation infrastructure investment also appealed to the economic development potential that would be generated by expansion of the system. When one examines the major commodity flow data, it is clear that (1) the UMIW system offers little competitive advantage and (2) projected increases in demand will probably continue to move east-west rather than northsouth ( Figure 2 ).
A second perspective was provided by an evaluation of air service to rural and small metropolitan economies. A number of analysts have pointed out that nonmetropolitan America needs to have access to the domestic air network if it is to remain competitive and to stand a chance of attracting new investment in economic activity. A comparison of a sample of communities with peers (most of whom did not have air service) revealed that there was no statistical evidence in support of an hypothesis that air service mattered in terms of employment growth in the counties in which the sample and the peers were located (Table 1) .
1 Further analysis revealed that many rural residents were bypassing local airports and traveling for up to two hours to reach hub airports to access a greater variety of destinations, cheaper fares, and to avoid propeller aircraft that were perceived to be less reliable, less comfortable, and less attractive (especially given the often high fares that were required to use them). In some communities, as much as 90 percent of the air travelers avoided using the local airport; "build it and they will use it" seems not to work in rural America.
Perhaps, we should reflect on the distinction that Fogel (1964) introduced in his analysis of the role of railroads on U.S. economic growth. He suggested that such investments have two distinct characteristics-embodied and disembodied. The latter could be likened to any investment that would yield similar returns, benefits, or transportation capacity, while the former provide specific returns that cannot easily be replicated in another form of investment. In the current context, the form of the transportation investment may be similar but the embodied characteristics are differentiated by geographic location; a freeway connecting two metropolitan centers will yield different benefits to the metropolitan centers than to the rural regions across which the freeway is laid. In some cases, the freeway may actually undermine economic activity in the rural regions by providing competitors in the urban area an opportunity to penetrate rural markets.
Hence, it is not that transportation infrastructure is not important to rural America; it is that the expectations associated with it are decidedly different and the transference of these urban-based responses to rural contexts is unrealistic. In many cases, improved transportation communications may undermine the often spatial monopolistic positions held by community-level retail facilities; concomitantly, internet banking opens up competition for rural banking operations.
Homogenous farming in an era of demand for choice and variety. We noted earlier that urban America has witnessed a bi-level transformation -moving towards greater macro diversification while specific sectors become more specialized. The terms Corn Belt, Wheat Belt, Dairy Belt, and so forth evoke images of agricultural regions in which product (or groups of products) homogeneity has become the dominant mode of operation. Am I suggesting a return to the past, wherein the practice, as on the 40 acres of rural America I jointly own, was oriented to raising cattle, sheep, poultry, pigs, fruit, a little corn, and perhaps oats or wheat? Not at all, since the market orientation has changed from one of self-sufficiency to serving external markets. However, it is clear that the monoculture of the Midwest and Plains that thrived for so long is now under serious threat. What can we learn from the urban experience?
Part of the problem is that food production still requires some basic inputs no matter how differentiated the final product. The omnipresent scale economies in production and transformation make it difficult to envisage a spatial organization that is much different from current practice. Two developments have been proposed. First, a greater attempt to increase value-added in production in rural America; as Baumel (1999) noted in Iowa, this process is well advanced with an increasing proportion of grain entering transformation within the state rather than export. This process will generate a larger number of jobs in rural areas, providing alternative sources of income for the farming community, although still based on a commodity chain of production (grains processing) that is narrowly focused. With cheaper shipping costs, it is now feasible to process more commodities nearer to the source of their production and then to export semifinished or finished products to markets throughout the country or even throughout the world.
The second development suggests product diversification and the identification of niche crops; consumer demand for greater variety is not limited to automobiles, clothing, or entertainment but also to types of food consumed. The alarming statistics on obesity in this country would suggest that, as a nation, we could benefit from a reevaluation of what we grow and what we eat. The issue here is in estimating the size of these markets and just how much of current farm income could be replaced by alternative crops. My (very limited) experience suggests that many in farming focus on gross not net income and thus look at alternative crops in the context of filling available land rather than providing enhanced net income.
2 Other technological alternatives for the use of major Midwest crops, such as those being pioneered in the USDA laboratory in Peoria, Illinois, may offer alternatives that will seek to diversify the markets for the crops as an alternative to diversifying what is grown.
Exports from rural America. When the term exports is used in the context of an economy, the immediate implication is that these are international in nature. As has been noted, interstate exports are still much larger than international for any given region; yet little work has been undertaken to explore the external relationships of rural America in contrast to its urban counterpart. Far too often, attention is directed to the internal structure of parts of the rural economy and too little on the external connectivity. For example, who are the major trading partners of rural economies-each other, urban areas, or international locations? How generic are the patterns of trade and how stable are they likely to be over the next decade? By thinking more about rural America in terms of transactions and associated connections, greater insights may be gained into the nature of potential opportunities for development.
Analysis needs to be conducted to produce flows from rural America in a way that parallels the presentation shown in Figure 2 . A more detailed analysis would then identify the major trading partners, provide insights into the nature of rural America's current and projected competitive advantage, and advance the process of thinking about this economy from a strategic trading point of view. Glasmeier and Howland (1995) , while acknowledging research that points to the diversity of rural economies and the difficulties of generalizing, nevertheless claim that the growth of services has revealed a remarkably consistent pattern across rural economies. They distinguished between export-oriented services, indirect exports, and residentiary services in much the same way that the more familiar economic base model made similar distinctions for manufacturing; however, their diagnosis revealed little comparative advantage for rural communities vis-a-vis urban agglomerations. Their recommended strategies seemed to involve a mix of technical assistance, training assistance, capital subsidies, and better telecommunications. Notwithstanding the promotion of this mix of public policy responses, the authors note: …for some services, the spatial division of labor model accurately places rural America in the position of being a way station between urban America and offshore production. With improvements in telecommunications and transportation technologies and the growing sophistication of American firms operating in international locations, rural areas can no longer count on receiving service jobs that might be capable of decentralizing to lower cost locations.
Globalization and services?
The authors suggest that rural America look to the newly industrialized countries of Asia for insights into appropriate strategies; however, this recommendation ignores the fact that most of the development in these economies is urban-based with access to a major international airport playing a critical role.
Investments in human capital. Two major developments have attracted some attention in recent years in the context of plant location decision-making. First, labor costs differentials are being viewed in a little more sophisticated fashion, with greater emphasis directed to differences in productivity. Secondly, shortages of highly skilled labor in both manufacturing and services sectors have focused attention on labor quality and the level of what may be referred to as occupational capital (the specific set of skills endowed in the labor force-see Israilevich et al. 1996) . There is no doubt that the level of skills available in many rural communities provides little incentive for attraction of new activity; on the other hand, significant investment in skill training will provide only some of the necessary conditions to transform a community into a candidate location. While appeals to service activity in this post-industrial economy may appear attractive, the analysis provided by Glasmeier and Howland offers a very slim chance that this strategy will provide a key option for rural America.
Key actors approach-decision networks.
In the late 1960s, the notions of key sectors, growth poles, and growth centers attracted considerable attention as mechanisms around which development strategy could be crafted, one built on what Hirschman (1958) referred to as unbalanced growth. The idea was to identify a small set of sectors whose growth would not only be above average but would also generate spillovers to the rest of the economy through the usual indirect and induced multiplier effects. In more recent years, this methodology has been reconstituted through appeal to cluster-based strategies; while the ideas are similar, the more recent efforts involve greater attention being directed not just to diagnosis but also to mobilization and action plans. Too often, key sectors or growth centers were identified in the hopes (expectations?) that this process would in and of itself create the mechanism for growth. In Illinois, communities vied for designation as growth centers by the state development agency since this economic benediction was felt to be rewarded with renewed activity. Of course, little new activity resulted.
The new cluster-based initiatives may not fare much better but there is one component that may prove to be attractive. Independently developed research by Burt (1992) among others on the role of social networks and more recent rural-oriented work by Kilkenny and Nalbarte (1999) on rural networks and keystone sectors offer more promise. The best way to summarize these approaches is to offer the perspective that the identification of economic potential will only serve to direct attention to communities in which there would appear to be some real options for development. Equally important is a parallel identification of the major actors and decision makers in the local community. Burt's (1992) work, while targeted to urban areas, has uncovered significant evidence of a correlation between the presence of social and economic networks; senior business leaders serving on public boards, charity organizations, and cultural institutions used these opportunities to network in a way that provided significant economic externalities to their own businesses. In essence, the social contacts may have precipitated economic liaisons that in turn fostered further social contacts. In an era of rapid turnover in CEOs, there is some concern about what this might mean for communities in which these close ties served so well to enhance economic development over the past decades. Kilkenny and Nalbarte (1999) have explored parallel developments in rural communities; how do the agents interact with each other and which sets of agents or interactions (the keystone) can be considered vital to the community such that their removal would significantly undermine community structure? This work offers important potential because it involves building a locally generated network on top of the community typologies that are usually constructed from secondary data; it adds a new perspective to the claim that rural America is nonhomogenous by appealing to the role of significant agents as a differentiating factor and not merely the presence or absence of a specific economic sector.
Complementing this approach, and revisiting a theme introduced earlier, Weiler et al. (1999) have explored some case studies that focus on the role of information linkages, "key information," that might reduce the probability of market failures in economic development strategies. Their basic premise is that economic opportunities are often ignored or devalued because the quality of information available to evaluate them is incomplete. In their case studies, they propose an important role for local universities as sources of information and technical assistance -perhaps a broadening of the traditional roles played by county extension agents whose portfolio has often been limited to agricultural-based information and advice. The renewed interest in cooperatives (Egerstrom 1994; Zeuli and Freshwater 2000) , but in newer guises with the potential for nonlocal ownership, may be another necessary complement to the enhancement of the way in which information is processed and opportunities exploited.
Nonhomogeneity of rural America. Taken together, these ideas suggest that a strategy that merges economic and noneconomic information in a more creative way might offer some heightened expectation for uncovering untapped potential in rural America. While we can agree with Glasmeier and Howland that certain forces are universally pervasive, the network/information research suggests that there are significant differences in the way in which market signals, structural change, and economic opportunities are viewed by major decision makers in rural America.
Hence, economic targeting is going to have to recognize a fundamental fact, namely, that there is unlikely to be one program that can address the myriad problems affecting rural America. The urban experience suggests that there has to be a recognition of the fact that some areas offer limited or no potential for economic development; given the very political economic nature of this problem, it is clear that spatially selective targeting is likely to be as popular as current movements in medical care to prioritize sets of ailments and cures and to recognize that not all procedures can be justified, given limited resources.
However, there will always be cases in which states will promote development or try to retain existing programs (e.g., North Carolina's recently proposed legislation to protect tobacco and Illinois' strong push for ethanol as an alternative use for grain products). The arguments here clearly transcend purely economic concerns and states and groups of individuals have every right to promote noneconomic arguments in favor of the retention of any activity. However, the opportunity costs of these decisions need to be made explicit so that informed choices can be made rather than choices based on appeals to social needs alone.
CONCLUSIONS
The basic question to be addressed is whether rural America is sustainable in its present form. As an increasing proportion of farm household income is being generated outside the farm gate, the suggestion could be made that market forces have already transformed this question into one in which the issue focuses on the size of the farm-based component of this income as we look ahead ten or 20 years. Will more and more of rural America become occupied by part-time residents whose economic roots are based in the growing urban economies? What can be sustained that retains a decidedly rural focus? Will many parts of rural America become living museums in which the activities are sustained only by the need to preserve a way of life as a link to the past but with limited expectation of this operation becoming self-supporting?
The lessons from urban America suggest that structural transformation is both painful and necessary; our hegemonic position in world agricultural commodity trade is eroding, and thus there is a need to explore alternative uses for what we can grow competitively, as well as alternative commodities. While we seem to have accepted, albeit reluctantly, that there are certain industrial commodities in which we have ceded comparative advantage to other countries, we appear reluctant to face the prospect of this happening in rural America. The technological advances that we pioneered in the post-World War II period are being adopted with increasing rapidity by our competitor markets. New waves of innovation, some new thinking, and an acceptance of the need to address these changes are called for; the process will be uncomfortable but necessary if much of rural America is not to become part of the set of "forgotten places" in the new global economy (Lyson and Falk 1993) .
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ENDNOTES 1 Professor Andrew Isserman graciously provided the comparative analysis using his widely accepted methodology.
2 Our tax accountant advised that another of his clients who had similarly ventured into rural America had found that growing shitake mushrooms for urban markets on some fallen oak trees yielded net income well in excess of soybean/corn/wheat rotations with virtually zero capital investment and daily labor inputs that rarely exceeded two hours! Mr. Drabenstott: I have a sneaking suspicion that we have a lot more questions than we have time for, so we'll revert to our three-question format. We'll take three quick questions. Try to be concise in asking them, and we'll allow Mario and Geoff to answer them. We'll see how many of these we can work our way through. Again, please state your name and your affiliation.
Jim Scott, University of Missouri: I think there are several of our theories that are previously owned and burning a little oil. So, Geoff, I was wondering if you had any insights about how we might develop new theoretical directions for the study of rural America?
Julie Johnson, South Dakota Rural Development Council: Your comments about how we divide things in funny ways-we cut political boundaries or we put in programs based upon political boundaries reminds me that we're in a census year again. Census data tracts often define where things go in the rural Americas as well. Any thoughts about how we can get over these goofy boundaries that get in our way of defining and measuring real activity in the rural Americas?
Jim Caspary, First National Bank of Clifton, IL:
Have you done any studies on how the tax relief that various communities offer in competition with other communities, have they really worked, or have they just created more competition at more cost?
Mr. Drabenstott: Three questions here. How do we get a new theory? An intriguing question about how do we create new political boundaries, especially in a Census year? And, should we pursue beggar-thy-neighbor policies? Geoff, let's start with you, and then maybe Mario has a comment about the political boundaries issue.
Mr. Hewings: Theoretical directions. In my paper I point out that this hand-me-down business is a gross generalization. I seem to be promoting Iowa State here, and they're not paying me, but I will anyway. Earl Heady and his group, in terms of special price equilibrium modeling, I think, provided the precursor of a whole generation of models now that are generally accepted. I think I would like to see a whole lot more work on trade and interconnections and much less on trying to estimate the value of a multiplier for a community. I think we can do that very well. I don't think we need to worry too much more about getting that down to the fifth or sixth decimal point. I think what is much more important is trying to understand how the rural communities that we are studying are integrated and interact and with which other parts of the country and with which other parts of the world could they interact, because I think then we will have a much better chance of trying to understand their competitive advantage. So models that I think that try to move in that direction will be much much more useful.
As far as the political boundaries problem, it's a question that I don't think anyone can offer any answer. Any boundary by its definition is going to create both problems and opportunities. And one New Goals for New Rural Policies: Discussion advantage that we have now with geographically coded data: it's now possible for us to be more creative in putting data together in different ways. And sometimes we can transcend these boundaries, but often some of the complementary data that we need are not quite so flexible. So what is happening in this whole field of something called "spatial econometrics" now, which is trying to make very creative estimates when you have information in one set of regions, how can you transform that into another set of regions that you feel is much more appropriate? So those sort of developments are really taking place, and I think in the next four or five years, a lot of those algorithms will be user friendly and will be able to be used much more effectively by the general public. At the moment, they're still very very technical in their operation.
And the final comment is, I think the general sense is that these tax incentive programs are generally zero sum gains. The auditor general of the state of Illinois basically said that the evaluation that his office conducted showed that the rate of return was very rarely positive. A lot of times there were a lot of hidden things that went along with it that even the general public didn't know about. And that, in the final analysis, this wasn't a good thing. What I'm basically trying to argue by developing this analysis of the Midwest economy is that we're so interrelated with each other, we shouldn't be competing with each other; we should be complementary to each other. We should be delighted when Michigan gets a new automobile assembly plant because we're going to get a lot of jobs, and similarly, if we have something, they're going to get a lot of jobs. But, trying to get that through to the political process…I'm batting 0 for 100 on that one.
Mr. Drabenstott: Mario, your comments?
Mr. Pezzini: I happen to be a professor at Johns Hopkins in the United States, so I have some really nice words to say about this question. All that has gone on in the theory of technological innovation is very extremely interesting, much more than economies of scale and the way in which crude money is collaborating on this. However, the point is not technical, it is bull. What is interesting for me is another story. If you look at the trade of Venice five centuries ago, it probably was the same as what we have represented here. These areas used to be agricultural. They produced commodities. They sold all around the world. That's not new.
But, let me come back to a historian. Sometimes historians are better than we are. Brodell always said that there are three levels in the economy. One is that the world economy always existed. Then, there is a market economy that is the one assuring the production that you can trade, and most of the time this is done in small firms. And then, there is that everything is happening in the family-the materials civilization. Now, what is happening in the discussion about rural development-and, by the way, the discussion about clusters-is that finally economies discover that there are all these things called SMEs that are powerful in the economy, and not only the large corporations, and not only the four or five big groups in the world. These are the targets of policy; this must be it. Because the sense with the large corporations is that they should have the states, not the other way around. Now let me give you an example of what happened to me. I was staying in Mudernau, a factory. Mudernau is in a town in which is produced 40 percent of the Italian production of clothing, which, by the way, is the most important in the world. And Mudernau is supporting 40 percent of this production. This is done in a town that is called Carpi where there are 2,500 small firms, average size of four employees. No statistic in the world calculates what is happening at that level of size. Now, we're speaking about an economy that is able to provide Italy with a deficit of the gas that Italy doesn't take. So something that is enormous in power, that is competing with Benetton, that is competing with LaCoste, that is competing all over the world-this kind of economy needs to be targeted. Now, I was very happy with Dr. Isserman yesterday and was joyful of his presentation. But, you are wrong! You are wrong criticizing the data that you criticized about ERS. I don't know if you are here now, because ERS has a big merit. They list as produced data what is happening in rural areas, and they permit us to start the discussion, because if not, we remain always the same. We discuss big flows, big firms, and we do not discuss what is the issue here: local development. The problem here is that with globalization and with these trade flows, we are also facing the appearance of growing poverty, growing disease that will be transformed into obstacles to trade-protectionism. This is, in my point of view, the big important problem. Mr. Hays: Yes, three days in June, there is a rodeo. I don't think of the rodeo exactly as an amenity. But that is a problem because different state councils have to apply the attributes of an area based on what they have. But, could it be done in a single-policy framework or is it a multiple framework?
Mr
Mr. Drabenstott: Two good questions: the effects of the political dimension on our policy, and second, do we need one framework or more?
Mr. Hewings: Very good questions, and the opportunity cost of coffee is very high, so let me just address them very briefly. Karl, your question is a very good one. Let me go back to our analysis on the south side of Chicago. A large percentage-45 cents out of every $1.50-end up in suburban stores. I think part of the issue here is to get the nonrural part of America to understand why it is in their best interests to have investment take place there. And, it can be for economic reasons and it can be for other reasons. But, I think that just doing it on the basis that we think it would be good and it's important for equity reasons, I don't think that's going to fly anymore. I think we've got to appeal to people's selfinterests. And, we can do it in a very creative way, and that would be my recommendation.
To John Hays' question, I don't think at this stage, we're anywhere near ready-at least I certainly don't feel ready-to develop a comprehensive framework. And what I hope is that the roundtable discussions that will follow this conference will help articulate those issues. But, it may be that your community may be one of those that we just can't offer very much hope for, and I think we have to have the courage to be able to say that. Mr. Drabenstott: Mario, we'll give you the last word here in this session.
Mr. Pezzini: Well, the question of Mr. Stauber is of course…I ended my previous intervention to the agency he was directing before, and he brings me back saying we were good, but still, there is a new problem. I think this is a marriage of your attitude, always to identify new problems, and new issues that are on the agenda, or are not yet unfortunately on the agenda. I think that the one of suburban areas is one of these issues. It is a problem not common only to the United States, but to many other countries. The issue that you are posing is, what is the relationship between sense of belonging and sense of place? Now, these people in suburban areas are changing the perspective that we have had in the past. They are of course challenging our way of thinking, not only with economics, but also society. Both good issues to work on. I don't have an answer on any of these. Of course, it will affect the way in which we would do statistics-in which you suggested to do statistics.
On the rule of policy framework…I think that economists fortunately are not the only people who could give an answer. I think that in order to give an answer to this question, the best thing that we could do is to put together policymakers at all levels of government-national, local, regionaltogether with economists and start a period of thinking. Fortunately, there are experiments here and there. One of these is the leader project in the European Union, for example. Or, in Japan, some programs about amenities-protection and valorization. I think that looking at these experiments and building on them, we will be able one day to define a framework that is coherent for the development of rural areas.
Mr. Drabenstott: Please join me in thanking our morning panel. We will take our coffee break now and reconvene promptly at 10:30 a.m.
